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D e a r  S i r /Yadam: 

W e  h i ~ v e  c o n s i d e r e d  your a p p l i c a t i o n  for r e c o g n i t i o n  o f  exemptioa 
u n d e r  Section 5 0 1 ( c ) ( 4 )  o f  tbc I n t e r \ ? . a l  R e v e n u e  Code  o f  1954,  e n d  
'nave determined t h a t  you do n o t  q u e l i f y  f o r  e x e m p t i o n  under f h n :  
S e c t i o n .  Our r e a s o n s  f o r  t h i s  c o n c l o ~ i o n  a n d  the fa668 on which 
i t  i.s b a s e d  a r e  e x p l a i n e d  b e l o w .  

T h e  i n f o r m a t i o n  s u b n r i t t e d  i n d i c a t e s  you were incorporated i n  t h e  
S t a t e  o f  * * * * * * *  ~ d  on ********* * *  ***1 to p r o v i d e  on entity to 
s e r v e  n s  the c o u n c i l  o f  u n i t  o w n e r s  for * *  ***** ******  *****  
* * * *  n ,  a C o n d o m i i r i u m ,  w i t h i n  the meaning of Z l i e  * * * * * * * **  l  
P r o p e r t y  A c t  aa e n a c t e d  b y  t h e  S t a t e  o f  * * * * * * * * * ******* **** **** 
* * * * * * *  ******  * * * * * * * * * * * * * *  * * * *  ** * * * * * * * *   f o r  the 
o p , e r a t i o n  and m a n a g e m e n t  of s a i d  condominium vhich is l o c a t e d  in 
* * * * * * * * * * * * *  * * * * * * *  .  

Your m e m b e r s h i p  c o n s i s t  o f  a l l  of  t h e  r e c o r d  t i t l e  holders, from 
r;ima t o  t i m e ,  o f  a f l  condominium units i n  ***********  * * * * *  
*****, a C o n d o m i n i u m .  T h e  o w n e r  o f  e a c h  c o n d a n i n i u n  s l i p  u n i t  
end e a c h  c o n d o c l i u i u m  cornmerci.al unit s h a l l  b e  e n t i t l e d  t o  o n e  
v o t e  a t  a n y  m e e t i n g  o f  the nembers. 

Y o u r  i n c o m e  i s  derived from condominium d a e s  paid a n n u a l l y  b y  r f i c  
=embers o f  t h e  condominium. * * * * * *  * *  a c c u ~ u l a t e d  f u n d s  and  
e x p e n s e  r e i m b u r s e m e n t s  from ***** * * * * * * * * * * * * * *  w i l l  a l s o  b e  
sources o f  i n c o m e .  E x p e n d i t u r e s  h a v e  been a a d c  t o  a a i n t a i n  
common a r e a s  and on e q u i p m e n t  s u c h  as d c - i c e r s ,  t i a r b o r  b o u y s ,  
e c c .  

S e c t i o n  501(c)(4) o f  t h e  Code p r o v i d e s  for t h e  r e c o g n i t i o n  of 
e x e m p t i o n  a5 civic leagues o r  o r g a n i z a t i o n s  not o r g a a i z e d  fa r  
p r o f i t  b u r  o p e r a t e d  e x c l u s  i v o l y  for t h e  p r o m o t i o n  o f  social 
w e  1 f a r e .  

S e c t i o n  1 .501  ( c ) ( 4 > - 1  ( a ) ( 2 ) ( i )  o f  t h e  I n c o m e  Tex RepuLhtions 
p r o v i d e s  t h a t  an  o r g n n i z a t  i o n  i s  o p e r a t e d  e x c L o s i v e l y  for  the 
p r o m o t i o n  o f  s o c i a l  w e l f a r e  i f  i t  is p r i s a r i l y  engaged in 



promoting in some way the c o m n o n  good and genera l  velfara of the  
p e o p l e  o f  the c o s l m u n i c y .  A n  organization embraced w i t h i n  t h i s  
Section ia o n e  which it o p e r a t e d  prisarily fur  tbe  purpose of 
b r i n g i n g  about c i v i c  bet termencs and s o c i a l  i n p r o v e n a n t t i ,  

I t  h a €  b e e n  held t h a t  where t h e  p r i m a r y  e c o n o a i c  b e n e f i t  fro= an 
o r g a n i z a t i o n  i s  l i n i t e d  t o  t h a t  o r g a n i z a t i o n ' s  m e m b e r s ,  t h e  
o r g a n i z a t i o n  i s  not o p e r a t e d  e r . c l u s i v e 1 y  f o r  t h e  s o c i a l  w e l f a r e  
w i t h i n  tbe meaning o f  ti le s t a t u t e .  C o n s u ~ l e r & r m e r  W i l k  Coop. v, 
C o m m i s s i o n e r  1 8 6  H.  2d 6 8  ( C A 2 ;  1 9 5 0 r  o f f i r i . n z i r r  

R e v .  BuL, 5 5 - 2 0 1 ,  1 9 6 5 - 2  C . B .  170 ,  h o l d s  t h ~ t  a c o o p z r a t i v e  
o r g a n i z a t i o n  o p e r a t i n g  and ma i n  t a i n i n g  a ho:is i n g  development aad 
provid i n g  housing f a c i l i t i e s  and  ~ s i n t z n a n c ~ t  s e r v i c e s  on a 
cooperative b a s i s  d o e s  n o t  qualify f o r  t a x  exenption u n d e r  
S e c t i o n  5 0 E ( c ) ( i 2 )  of t h e  Code or aay p r o v i s i o n  of t h e  C o d e .  

e n j o y m e n t  o f  h i s  p r o p e r t y  i n t e r e s t s  i n  t h e  c o n d o r a i n i a r n .  

C o n d o u i n i u n  t y p e  o w n e r a h i p  b y  i t s  v e r y  natorv n e c e s s a r i l y  e n t a i l s  

. . 
a n d / o r  f u n c t i o n a l  s e n s e .  T h u s ,  any  m a i n t e n a n c e  or c a r e  of s c c h  
common areas or elements c o n f t i t u t a r  p r i v a t e  b e n e f i t  t o  the 
i n d i v i d u a l  honeowner w e m b e r s  a s  o p p o s e d  t~ prorating the common 
good and general welfare o f  t h e  p e o p l e  of  t h e  c o n m u a i t y .  

I t  is held t h a t  the d i r e c t  economic b e n e f i t  f ron  y o u r  a c t i v i t i e s  
i s  f o r  r h e  b a n e f i r  of y o u r  m e m b e r s  a s  i n a i v i d u a E s  and n o t  for t h e  
direct b e t t o f i t  o f  t h e  c o o l r o i n i t y  a s  a w h o l e .  A c c r l r d i n g l y ,  you are 
n o t  p r i l o e r i l y  engaged i n  pronot i11g t h e  c o ~ a o n  good e n d  g e n e r a l  
welfare o f  the p e o p l e  oE the c o m m u n i t y .  Therefore, we conclude 
t h a t  y o u  ere n o t  q u a i i f i e d  f o r  r e c o g n i t i o n  o f  exempt i o n  u n d e r  
Section 5 0 1 ( c ) ( 4 )  of t h e  Code and y o u  a r e  required C G  f i l e  
F e d e r a l  income t a x  r e t u r n s .  

B a s e d  o n  t h e  information submitted exempt s t a t u s  w i l l  n o t  b e  
recognized u n d e r  any  r e l a t a d  p a r n g r a p h e  o f  I n t e r a s l  Revenue  Code 



I n  a c c o r d a a c e  w i t h  this d e t e r m i n a t i o n  you a r e  required t o  f i l e  
Federal income t a x  returns. Ynur a t t e n t i o n  i s  called ro S e c t i o n  
5 2 8  of t h e  I n t e r n a l  Revenue Code  w h i c h  p r o v i d e s  c e r t e i n  
p r o c e d u r e s  b y  w h i c h  q u a l i f y i n g  Roneowners  A s s o c i a t i o o s  n a y  e l e c t  
to be treared  as a t a x  exempt o r g a n i z a t i o n .  I f  you eeiermiae 
t h a t  y o u  q u a l i f y  und~rr  S e c t i o n  5 2 3 ,  y o u  n a y  e l e c t  t o  f L l e  
c o r p o r a t e  t a x  r e t u r n  Form 1 1 2 Q H .  

1 ! y o u  d o  n o t  accept o u r  f i n d i n g s ,  we recommend t f iac  y o u  request 
L c o n f e r e n c e  w i t h  a member  o f  aur R e g i o o a l  Office c o a f e r e n c e  
staff. Your r e q u e s t  f o r  a conference s h o u l d  include a v r i t t e a  
a p p e a l  giving t h e  facts, l a w  and any o t h e r  i n f o r r = a z i o %  t o  c u p p o r c  
y o u r  p o ~ i t i o n  as e x p l a i n e d  in the e n c l o a e d  P u b l i c a t L o n  8 9 2 .  You 
w i l l  r h e n  b e  c o n t a c t e d  to arrange  ta d a t e  for a conference, Ttte 
conference nay b e  h e l d  a t  t h e  R e g i o n a l  O f f i c e ,  o r  i f  you request, 
a t  any m u t u a l l y  c o n v e n i e n t  D i s & r i c t  o f f i c e .  I f  w e  d o  n o t  h e a r  
f r o m  you w i t h i l a  30 days o f  t h e  datrs o f  t h i s  Letter, this 
determination w i l l  became f i n a l .  

S i n c e r e l y  y o u r s ,  

E n c L o s u r c :  P u b l i c a t  i o n  8 9 2  

* * * * *  *** * * * *  
D i s t r i c t  D i r e c t o r  


